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Tax 2,01 Residence. (s.71.02, Stats.) Individuals claim-
ing a change of residence, i.e., domicile, from Wisconsin to
another state shall file form I-827, “Residence Questionnaire”
or the"Residence Questionnaire” which is a part of the INPR
income tax form, with the Wisconsin department of revenue by
attaching it to their Wisconsin income tax return for the year they
claim to have changed residence, and shall furnish other
information the depariment may require.

Note: FormI-827 or form INPR may be oblained from the Department of Rev-
enue at 4638 University Avenue, Madison, or from any other Department of Reve-
nue office located throughout the state, or by mail request to Wisconsin Department
of Revenue, P.O. Box 8903, Madison, WI 53708.

History: 1-2-56;r.(1); renum. (2) tobe(l),rcnum.(3}tobe(2)andam.,Regls-
ter, September, i964, No, 105, eff, 10-1-64; am, Register, Febyuary, 1975, No.
230, off. 3-1-75; r. (1}, renum. {2) and am,, Register, July, 1987, No. 379, <ff.
8--1-87; am, Register, February, 1990, No. 410, eff, 3-1-90,

Tax 2.02 Reciprocity. (ss. 71.05 (2) and 71.64 (8), Stats.)
(1) Purrose. This section explains the reciprocity agreements
between Wisconsin and other states.

(2) DermviTIONs. The following definitions pertam only to
Wisconsin. Definitions of the same terms in other states may
vary, In this section:

{a) “Personal service income™ means all salaries, wages,
comrmissions and fees earned by an employe and all commis-
sions and fees earned by a self-employed person in the conduet
of a profession or vocation. Personal service income does not
include income derived from activities involving the substantial
use of capital or labor of others.

(b) “Resident” means a natural person who is domiciled in
this state.

(3) Wisconsmy Law. (a) Under s, 71.05 (2), Stats., income
earned by a nonresident individual for performing personal ser-
vices in Wisconsin shail be excluded from Wisconsin gross
income to the extent the individual’s state of residence imposes
anincome tax on the personal service income, if the state of resi-
dence allows either of the following: '

1. A similar exclusion for personal service income earned
by individuals domiciled in Wisconsin while working in that
state.

2. A credit against the tax imposed by that state on the per-
sonal service income equal to the Wisconsin {ax on the personal
service incone.

(b) Unders. 71.64 (8), Stats., a Wisconsin employer of a non-
resident individual residing in a state with which Wisconsin has
a reciprocity agreement under sub. (4) need not withhold Wis-
consin income tax from personal service income earned in Wis-
consin by the nonresident.

(4) ACGREEMENTS WITH OTHER STATES. (2} Wisconsin has for-
mal reciprocity agreements with:

1. Kentucky, for the years beginning on and after January
1, 1961.

2. Tilinois, for the years beginning on and after January 1,
1971.

3. Michigan, for income earned after October 1, 1967 and
years beginning on and after January 1, 1968.

4. Minnesota, for the years beginning on and after January
1, 1968. _

(b) Wisconsin practices reciprocity with Indiana, since prior
to 1960, on the basis of an informal agreement and acqmescence
by Wisconsin and Indiana.

{5) ErrECT OF RECIPROCITY. (a) Personal service income
included under reciprocity agreements is taxed by an employe’s
state of residence rather than by an employe’s state of employ-
ment. Wisconsin will not tax personal service income earned in
Wisconsin by residents of states with which Wisconsin has reci-
procity, and those states may not tax personal service income
which a Wisconsin resident earns in those states, except as
described in subs. (6), (7), (8) and (9).

(b) For personal service income included under reciproeity
agreements, an employer need only withhold income tax for the
state of residence of an employe,

{c)} Federat law reguiates withholding on wages earned by
employes engaged in interstate (ransportation activities.

Note:  Additional information on withholding on wages earmned by employes
engaged in interstate transportation activities may be obained by writing to Wis-

consin Departmentof Revenue, Compliance Bu:cau, P.0. Box 8902, Madison, W1
53708.
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(6) PROVISIONS OF AGREEMENT WITH ILLINOIS. (2) The reci-
procity agreement with Illinois is limited to “wages, salaries,
commissions, and any other form of remuneration paid to
employes for personal services.” However, the agreement does
not extend to fees of lawyers, accountants and other self-
employed persons deriving personal service income, to lottery
winnings, or to persons identified in pars. (¢) and (d).

() The Illinois Income Tax Act, Article 15, section 1501 (a)
(20), defines aresident as “an individual (i) who is in this State
Jor other than a temporary or transitory purpose during the tax-
able year; or (i} who is domiciled in this State but is absent from
the State for a temporary or transitory purpose during the tax-
able year.” Because of the differences in the definition of resi-
dent for Hlinois and Wisconsin purposes, a person domiciled in
Wisconsin may simultaneously be a resident of IHinois, or a per-
son may be domiciled in Illinois but not be a resident of Illinois.

Example: A person is domiciled in Wisconsin and takes a job in lllinois. The
person does not intend to give up his or her Wisconsin domicile, butinstead intends
1o return to Wisconsin once his or her job in Illinois is completed, in 2 to 3 years.
Assume that llinois considers the person's stay in IHinois as other than temporary
or transitory. Therefors, the person s aresident of llinois. The person is also aresi-
dent of Wisconsin because he or she is stilf domiciled in Wisconsin,

Note: The term “temporary or transitory" as used in the definition of an 1llinois
resideat set forth in sub, (6) (b) is not defined in either Iliineis law or regulations.
Therefore, whether or not the purpose for which an individual is in, or is absent
from, filinois is temporary ortransitory in character depends upon the facts and cir-
cumstances of cach particular case.

(c) The reciprocity agreement with Illinois does not apply to

_ any form of compensation described in par. (a) paid on or after

January 1, 1974 to any individual who, at the time of payment,

is simultaneously a resident of Illinois and a domiciliary of Wis-

consin. Allincome of this person is taxable by Wisconsin, How-

ever, a credit against Wisconsin income tax may be claimed for
income tax paid to Ilinois.

(d) Anindividual who is domiciled in Hlinois butis not aresi-
dent of Iilinois is subject to the Wisconsin income tax onincome
carned in Wisconsin, .

{7) PROVISIONS OF AGREEMENT WITH MICHIGAN. The reci-
procity agreement with Michigan is limited to income from
“personal services, including salarfes, wages or commissions.”
The agreement does not include income which Michigan con-
siders to be “business income,” such as fees of self-employed
persons such as professionals.

{8) PROVISIONS OF AGREEMENTS WITH INDIANA AND K&N-
TUCKY. The reciprocity agreements with Indiana and Kentucky
are limited to wages, salaries and commissions.

{8) PROVISIONS OF AGREEMENT WITH MINNESOTA, (a) The
reciprocity agreement with Minnesota is limited to income from
personal services, including wages, salaries, tips, fees, commis-
sions, bonuses, or similar earnings, provided the taxpayer per-
sonally renders the services. The reciprocity exclusion for pet-
sonal service income does not apply where the personal or
professional service income is earned as a part of a business
operated by the taxpayer which has employes that do more than
incidental duties for the business, or where there is the sale or
delivery of goods which is more than an incidental part of the
business, A partner’s salary from a partnership where the selling
of goods or services of the employes is more than incidental is
subject to the reciprocity exclusion, but the partnership profits
are not excluded, Distributions from a tax—sheltered annuity are
also considered subject to the reciprocity exclusion.

(b) To qualify for the reciprocity exclusion, the Minnesota
agreement requires the taxpayer to have a place of abode in Wis-
consin, and the taxpayer is required to customarily return to it at
least once a month.

(10) PROCEDURE FOR NONRESIDENTS. (a) Nonresident per-
sons, other than residents of Minnesota, employed in Wisconsin
and residing in a state with which Wisconsin has reciprocity
shall file form W-220, “Nonresident Employe’s Withholding
Reciprocity Declaration,” with their Wisconsin employers to be
exempt from withholding of Wisconsin income taxes. Upon
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receipt of this form, Wisconsin employers may not withhold
Wisconsin income tax from Wisconsin personal service income -
of the employe.

(b) Persons who are residents of Minnesofa employed in
Wisconsin shall file form W-222, “Statement of Minnesota Res-
idency,” with their Wisconsin employers to be exempt from
withholding of Wisconsin income taxes. Form W—222 should be
filed within 30 days of beginning employment in Wisconsih,
changing to a new employer in Wisconsin, or establishing Min-
nesota residency while continuing to work in Wisconsin. Upon
receipt of this form, Wisconsin employers may not withhold
Wisconsin income tax from Wisconsin personal service income
of the employe. To continue the exemption from year to year, a
new form W—222 is required to be filed by Fanuary 31 of each
year,

(c) The reciprocity exclusion does not apply to Wisconsin
lottery winnings of nonresident persons.

{11) PrOCEDURE FOR WISCONSIN RESIDENTS. (a) Wisconsin
residents employed in a state with which Wisconsin has reci-
procity shall file form 1-ES, “Wisconsin Estimated Tax
Voucher,” with the Wisconsin department of revenue if their
out-of-state employers do not withhold Wisconsin income tax
from their personal service income and if they will have a suffi-
cient Wisconsin tax lability to be required to make payments of
estimated tax.

(b) Wisconsin residents may have their employers cease
withholding the other state's income tax from their personal ser-
vice income and may claim a refund from that state if income
taxes are withheld from their personal service income after the
effective date of a reciprocity agreement.

{¢} Wisconsin residents earning personal service income in
states where it is taxable by the other state may claim a credit on
their Wisconsin income tax returns for net income taxes paid to
these states.

Note: Refer to s, Tax 2,955 for information on the credit for tax paid to other
sfates,

(12) DrrmguenT TaAXES, Reciprocity agreements do not
affect the withholding of delinquent Wisconsin income taxes,
interest, penalties and costs under s. 71.91 (7), Stats.

Note: 1) Porms 1-ES, W-220 and W-222 and their instructions may be

obtained free of charge by writing to Wisconsin Department of Revenue, PO, Box
8303, Madison, WI 53708,

2) Ont-of-state employers of Wisconsin residents wishing to withhold Wiscon-
sinincome tax from those employes® incomes may contact Wisconsin Department
of Revenue, Compliance Bureau, P.O. Box 8902, Madison, WI 53708,

3) The State of Maryland enacted an income tax faw, Ch, 1, Laws 1992, 1st Spec.
Sess., on May 1, 1992, which resulted in the termination of reciprocity between
‘Wisconsin and Maryland, effective for taxable years beginning after December 31,
1591, Prior toenactment of Maryland Ch. 1, Laws 1992, 1st Spec. Sess., Wisconsin
pracliced reciprocity with Maryland since prior to 1960, based en an informal
agreement and acquicscence by Wisconsin and Maryland. Under the provisions of
prior Maryland Iaw and s. 71.05 (2), Stats., 2 Wisconsin resident could exclude
from Maryland tasation, the income from salaries, wages, and compensation for
personal services to the extent Wisconsin taxed the income of and accorded similar
treatment to Maryland residents. ’

History: Cr. Register, April 1978, No. 268, off, 5-1-78; r, and recr., Register,
March, 1991, No. 423, eff. 4-1-91; am. {3) (2) {intro.), L, {4} () 1. 104, {b) (intre.),
(5) (), (6) (0}, {7y and (8), 1. (4) (b) 1.and 2. and (%), renum. (10) o (£3) 16 be ($)
to {12} and am. (10) (a), {b), (11) (a) and (12), Register, Aprii, 1993, No. 448, eff.
5-1-93.

Tax 2.03 Corporation returns. (ss, 71,24 (1), (Im) and
(3), 71.365 (4) and (5) and 71.44 (1) (a) and (c) and { 1in), Stats.}
{1) Forms. For the purpose of filing franchise or income tax
returns, the secretary of revenue has designated the following
forms for the use of corporations, as defined in s, 71,22 (1),
Stats.:

(a) Form 4. Corporation franchise or income tax return, This
return shall be used only by corporations reporting on the appor-
tionment or separate accounting method.

(b) Form 4B. Apportionment data.

(c) Form 4BL. Net business loss carryforward.

(d) Form 4C, Separate accounting data.
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(e) Form 4-ES. Corporation estimated tax voucher,

(& Form 4H, Corporation declaration of inactivity.

(g) Form 4, Insurance company franchise fax return.

(h) Form 4T. Exempt organization business franchise or
income tax return,

(i) Form 4U. Underpayment of estimated tax by corpora-
tions.

(i) Form 4X. Amended corporation franchise or income tax
return.

(k) Form 5. Corporation franchise or income tax return, This
return shall be used only by corporations whose entire net
income is atiributable to Wisconsin. It may not be used by tax—
option (8} corporations or corporations which determine their
Wisconsin net income by the apportmnment or separate
accounting method,

(L) Form 5E, Election by an S corporation not to be treated
as a lax-option corporation,

(m) Schedule SK-1, Tax-opticn (S} corporation sharchold-
et’s share of income, deductions, etc. _

- (n) Form 5R, Revocation of election by an 8 corporation not
o be a tax—option corporation.

- (0) Form 58. Tax option (8) corporation franchise or income
tax return.

(p) Form 58-1. Tax—option (S) corporatlon supplemental
schedules.

+ (q) Form 4466W. Corporation apphcatlon for guick refund
of overpayment of estimated tax.

(r} Form CU. Credit union declaration of exempt status.

(s) Schedule CU-1. Credit union net income.

{t) Schedule DC. Development zone credits.

(u} Schedule FC. Farmland preservation credit claim,

(v} Schedule FT. Farmland tax relief credit,

{w) Schedule HR. Historic rehabilitation credifs.

" (x) Schedule R. Research credits.

(2) InFORMATION RETURNS. Information returns required of
corporations are specified in 5. Tax 2.04.

(3) SionaTures. An officer of the corporation shall sign all
returns required to be filed, If a return is prepared by someone
other than an employe or officer of the corporation, the person
preparing the return shall also sign as preparer.

(4) FiLmvG RETURNS. All forms and information required to
be filed or furnished by corporations shall be delivered to the
department or mailed to the address specified by the department

on the form or in the instructions.

Nate: Formsmay be deliveredin person to the Department of Revenue at 4638
University Avenue, Madison, Wisconsin, Blank forms may be obtained at the same
location, or by mail request to Wisconsin Department of Revenue, PO, Box 8903,
Madison, WI 537088903,

History: I-2--56; am. Register, September, 1964, No. 105, eff. 10-1-64; am.
Register, March, 1966, No. 123, eff. 4-1-66, am. Regisier, February, 1975, No,
230, eff, 3-1-75; am, Register, September, 1977, No. 261, eff. 10~1-77; am. Regis-
ter, September, 1983, No. 333, eff. 10-1-82; am, (1) (a), {¢) and (d), renum, {13 (f)
to () and {2) to be (1) (£) to (k) and (3} and am. (1) (b} and (k) and (3), e {B) (D),
(1) to{p) and (2), Register, July, 1987, No. 379, eff. 8—-1-87; 1. and recr. (1), am. (3),
i{cag.ist?fr, éonc, 199& No. 414, eff. 7-1-90; r. and recr., Register, May, 1995, No.

73, eff. 6-1-95.

Tax 2.04 Information returns and wage statements.
(55, 71.26 (3) (e}, 71.65 {2), 71.67 (4) and (5), 71.70, 7T1.71 (2),
71.72, 71.74 (4) and 71.80 (20), Stats.) (1} DeFmrrioN. In this
section, “person’’ means an individual, trust, estate, partnership,
limited liability company, association or corporation.

(2) ComPENSATION FOR sgrvicES. Under ss, 71,65 (2), 71,71
(2), 71.72 and 71.80 (20), Stats,, all persons carrying on activi-
ties within this state, whether taxable or not under ch. 71, Stats.,
are required to file with the department, on federal form W-2 or
1099-R, on Wisconsin form 9b or other forms approved by the
department, or on magnetic media or in other machine-readable
form, a statement of certain payments made within the preceding
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calendar year. For individuals who are residents of Wisconsin,
the statement shall set forth the salaries, wages, bonuses, com-
missions, annuities, pensions, retirement pay, fees or other
remuneration paid for services whether subject to withholding
or not. For individuals who are nonresidents, the statement shall
include all payments for the performance of personal services in
Wisconsin, whether subject to withholding or not, except retire-
ment plan distributions identified in s. Tax 3.085 as being
exempt from Wisconsin income tax. A copy of federal form
1099 may be filed in lieu of Wisconsin form 9b. The following
shall also apply with respect to compensation for services:

(a} Al payments which are wages within the definition under
5. 71,63 (6), Stats., regardless of amount, shall be reported on
federal form W-2 or on magnetic media or in other machine-
readable form.

(b} All payments which are not wages within the definition
under s, 71.63 (6), Stats., but from which Wisconsin income tax
has been withheld, shall be reported on federal form W-2 or
1099-R, as appropriate, or on magnetic media or in other
machine-readable form.

..{c) Payments of $600 or more which are not wages within the
definition under s. 71.63 (6), Stats., and from which no Wiscon-
sin income tax has been withheld, shall be reported on Wiscon-
sin form 9b or federal form 1099, or on magnetic media or in
other machine-readable form. However, if the payment was to
an employe for whom a form W-2 is required under par. (a) or
(b), the payment, regardless of amount, shall be included on
form W-2,

{d) All statements required shall be filed by January 31, by
delivering or mailing them to the department. Form WT-7,
“Employer’s Annual Reconciliation of Wisconsin Income Tax
Withheld From Wages,” shall accompany the statements sub-
mitted, either on paper or on magnetic media or in other
machine—readable form, if the employer is required to be regis-
tered to withhold Wisconsin income faxes from employes’
wages.

Note: Formsmay be delivered in persen to theDcpa.r:ment of Revenue at 4638
University Avenue, Madison, Wisconsin. Forms filed on magnetic media may be
mailed to Wisconsin Department of Revenue, 4638 University Ave., F.O. Box
8903, Madison, W1 53708-8%903. Forms W--2 or 1099-R filed on paper may be
mailed to Wisconsin Depariment of Revenue, P.O. Box 8920, Madison, WI
53708-8920, Corporations may mail forms 9b or substitute forms filed on paper
to Wisconsin Department of Revenue, PO, Box §908, Madison, WI 537088908,
Persons other than corporations may mail forms 9b or substitute forms filed on
paper to Wisconsin Depariment of Revenue, PO, Box 59, Madison, WI 53785,

(e) Sections 71,65 (5) and 71.73 (2), Stats., permit a thirty—
day extension of time to file the statements described in this sub-
section. A written request may be sent to the depariment and to
be effective shall be postmnarked on or before the due date of the
statements. The department’s approval of the extension shall be
attached fo the statements when they ar¢ filed with the depart-
ment,

Note: Written requests for extensions may be mailed 1o Wisconsin Depariment
of Revenug, PO, Box 8920, Madison, WI 537088920,

{3) RenTs AND ROYALTIES. Under ss, 71.70 and 71.80 (20),
Stats,, except as provided in par. (d), all persons making pay-
ments of rents and royalties of $600 or more to individuals who
are residents of Wisconsin, regardiess of where the property is
located, and to nonresident individuals if the property is located
in Wisconsin, shall file with the department, on form 9b or an
approved substitute form, or on magnetic media or in other
machine—readable form, a statement of payments made in the
preceding calendar year, The following shall also apply with
respect to rents and royalties:

(a) A copy of federal form 1099-MISC may be filed in lieu
of Wisconsin form 9b.

(b) Corporations shall fileby March 15 and payers other than
corporations shall file by April 15, by delivering or mailing the
statements to the department,

Note: Forms may be delivered in person to the Department of Revenue at 4638
University Avenue, Madison, Wisconsin, Forms filed on magnetic media may be
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mailed to Wisconsin Department of Revenue, 4638 University Ave,, RO, Box
8903, Madison, W1 53708-8%03, Corporations may mail forms filed on paper to
Wisconsin Department of Revenue, P.O. Box 8908, Madison, WI 5370889038,
Persons other than corporations may mall forms filed on paper o Wisconsin
Department of Revenue, P.O. Box 59, Madison, W1 53785,

(c) No extension of time for filing forms 9b or substitute
forms to report payrents of rents or royalties may be allowed.

(d) The requirement to file form 95 or a substitute form does
not apply to persons other than corporations who do not deduct
the payments in determining Wisconsin taxable income.

{4) GamBLING WINNINGS. (a) Under s. 71.67 (4) (c), Stats.,
the administrator of the gaming commission’s lottery division
shall file with the department a statement of winnings for each
lottery prize of $2,000 or more paid in the precedmg calendar
year.

{b) Unders.71.67(5) (d), Stats., all persons licensed to spon-
sor and manage races under s, 562.05 (1) (b) or {c), Stats., shall
file with the department a statement of winnings for each pari—
mutuel wager payment of more than $1,000 paid in the preced-
ing calendar year.

{¢) The winnings required to be reported in pars. (a) and (b)
shall be reported on federal form W—-2G or on an approved sub-
stitute form.

{d) The statements required in pars. (a) and (b) shall be filed
by January 31, by delivering or mailing them to the department.
Nofe: Forms W-—2G or substituie forms may be delivered in person to the
Department of Revenue at 4638 University Avenue, Madison, Wisconsin, Forms
filed on magnetic media may be mailed to Wisconsin Department of Revenue, 4638
University Ave., PO. Box 8203, Madison, WI 53708-8%03. Forms filed on paper
may be mailed to Wisconsin Degartment of Revenue, PO, Box 8920, Madlson Wi
53708-8520.

(¢) No extension of time for filing forms W-2G or substitute
forms to report payments of lottery prize winnings or pari-mu-
tuel wager winnings may be allowed.

(5) DISALLOWANCE OF DEDUCTIONS. Ttems to be reported on
forms W-2, 1099-R, 9b or substitute forms may be disallowed
as deductions from gross income if not properly reported.

(6) MAGNETIC MEDIA REQUIREMENT. (a) Unders. 71.80 (20),
Stats,, if the internal revenue service requires a person to file
wage statements or information returns on magnetic media or in
other machine-readable form, comparable wage statements or
information returns shall also be filed on magnetic media or in
other machine-readable form with the department of revenue,

(b) A person shall be required to file wage statements or
information returns on magnetic media or in other machine—
readable form with the department of revenue only if both of the
following conditions apply:

1. Wage statements or information returns comparable to
those required to be filed on magnetic media or in other
machine--readable form with the internal revenue service are
also required to be filed with the department of revenue,

2. The wages or income reporied on the wage statements or
information returns are required to be reported to Wisconsin,

(¢} 1.If fewer than 250 of any one type of wage statement or
information return are required to be filed with the department,
the department shall waive the requirement to file that type of
wage statement or information return on magnetic media or in
other machine-readable form.

2. Ifapayer participates in the combined federal/state filing

program for forms 1099, the department shall waive the require-

ment to file those forms 1099 or comparable information returns
on magnetic media or in other machine—readable form.

3. If a payer receives a waiver from the department, the
payer is not required to file wage statements or information
returns on magnetic media or in other machine—readable form
with the department.

(7) CoMBINED FILING PROGRAM, Payers who participate in
the combined federal/state filing program with the internal reve-
nue service and report to the internal revenue service items
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which are required to be filed on Wisconsin form 9b or a substi-

tute form, are notrequired to file separate information returns for

those items with the department of revenue. :
Note 1) Under the combined federal/state filing prograrn, the intermal revenue

service will forward information from the information returns to the department of
revenue.

2) The requirement to file Wisconsin wage statements or information returns on
magnetic media or in other machine-readable form if the Injernal revenue service
requires comparable statements to be filed in that manner for federal purposes is
effective January 1, 1992, as aresult of the creation of s. 71.80 (20), Sra1s,, by 1991
Wis. Act 39,

3) The requirement of payers to report lotiery prize winnings and pari~mutuck
wager winnings to the department is effective with winnings received by a payee
onor after August 12, 1993, as aresult of the creation of s. 71.67 (4} {c) and (5) (d)
Stais., by 1993 Wis, ‘Act 16,

History. 1-2-56; am. Register, September, 1964, No. 103, eff, 10--1-64, am,
Register, February, 1975 No. 230, ¢ff, 3-1-75; am. chislcr, September,1977 No.
261, eff. 10-1-77; am, (1) 3, (4) and (6), cr. (7), Register, September, 1983, No.
333 eff, 10—1—83 r. and recr. Register, June, 1990, No. 414, eff. 7-1-90; r. and
recr., Register, May, 1995, No. 473, ff. 6-1-95.

Tax 2.05 Transfers of capital stock, information
return. (s.71.69, Stats.) (1} All corporations doing bisiness
within this state, whether subject to the franchise or income {ax
or not, shall file with the department of revenue on or before
March 15 of each year reports of transférs of capital stock,
including disposals, by individuals who were residents of Wis-
consin during the preceding calendar year.

{2) Transfers of capital stock shall be reported on Wisconsin
form 8 or on other substitute forms approved by the department
and shall be mailed to the Wisconsin Department of Revenue,
B.O. Box 8908, Madison, WI 53708.

Note: Blank forms may be obtained by mail request addressed to Wisconsin
Department of Revenue, P.O. Box 8903, Madison, W1 53708, ]

History: 1-2-56; am. Register, September, 1964, No, 105, eff. 10-1-64; am.
Register, March, 1966, No, 123, off. 4-1-66, am, Register, February, 1975, No.
230, eff. 3-1-75; am, Register, September, 1983, No. 333, eff. 10-1-83; am. Regis-
lcg_, .!31’1_1{, 19%87, Nd. 379, eff. 8-1-87; r. and recr. Register, February, 1990, No. 410,
eff. 3-1-90. S

Tax 2.07 Earned Income tax ¢redit, (ss. 71.07 (%) and
73.03 (48), Stats.} (1) CRITERIA FOR PROVIDING INFORMATION.
The depariment has established the following criteria regarding
the dissemination of information to the public concerning the
federal and Wisconsin earned income tax credits:

(a) Disseminate information to potential claimants in the
most cost—effective manner possible,

(t) Disseminate information to the public through multiple
channels to increase the probability that potential claimants will
become aware of the earned income tax credits.

(c) Utilize volunteer tax preparers and conununity—bésed
organizations that have personal contact with potential claim-
ants, to provide earned income tax credit information and assis-
fance,

{d) Clarify the relationship between federal and Wisconsin
earned income tax credits and coordinate outreach efforts with
the internal revenue service, or “IRS.”

(e) Provide sufficient information to allow potennal cIaun—
ants to self-evaluate their eligibility for the earned income tax
credits. ‘

(f) Provide convenient ways for potential claimants to obtain
additional information, assistance and forms.

(2) METHODS OF PROVIDING INFORMATION. Methods the
department uses to disseminate information to the public con-
cerning the federal and Wisconsin earned income tax credits
include the following:

(a)} Produce an informational flyer, distribute copies through
appropriate organizations having regular contact with potential
eamed income tax credit claimants throughout the state, and
have additional copies available for distribution upon request.

Examplet Coples of the informational flyer may be distributed to members of
the Wisconsin legislature or to various sites such as municipal buildings, commu-
nity agencies, of job service centers.

s
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{b) In conjunction with the IRS, when training volunteers
who provide free tax—filing assistance throughout Wisconsin,
include training to identify potential earned income tax credit
claimants and to assist them in claiming both the federal and
Wisconsin credits,

{c) Highlight the Wisconsin earned income tax credit in the
Wisconsin individual income tax and homestead credit book-
lets.

(d) Mail camera-ready copies of earned income tax credit
informational flyers to large Wisconsin employers, and request
themnt to make and distribute copies of the fiyer to their employes
as appropriate. ' '

{e) Work with the IRS in providing joint efforts to publicize
both the federal and Wisconsin earned income tax credits.

Note: Forthe 1993 tax—filing season, the depariment and the JRS jointly utilized
the IRS toll-free telephone information line, to provide callers with information
about both the federal and Wisconsin earned income tax credits.

() Annuatly produce a report summarizing the level of par-

ticipation in and level of benefits provided by the earned income

tax credit program,

(g) Work with other state agencies, public utilities, and other
organizations to distribute information about the federal and
‘Wisconsin earned income tax credit programs.

Note 1)} The federal earned income tax credit, provided under s. 32 of the internal
revenue code, is available 1o eligible individuals and married couples filing a joint

income tax return, whohave at least one qualifying child living with them, The fed-
eral credit consists of three parts, as follows:

) A baslc credit, computed based on the amount of adjusted gross income or
carned income, and whether the individual or couple had one qualifying child or
two or more qualifying children.

b} A health insurance credit, computed based on the amount of adjusted gross
income or camed income, and the amount paid for health insurance that ¢covered
at least one qualifying child.

¢) An extra credit for a child born during the taxable year, computed based on
adjusted gross income or eamed income.

2) The Wisconsin eamed income tax credit is available wnder s, 71,07 (9 &),
Stats., to full-year Wisconsin tesidents who are eligible to ¢laim the federal eared
income tax credit. The Wisconsin credit is computed as a percentage of the federal
basic credit, dependent upon whether the individual or couple have one qualifying
child, two qualifying children, or three or more qualifying children,

History: Cr. Register, November, 1993, No. 455, eff. 12-1-93.

Tax 2,08 Returns of persons other than corpora-
tions. (ss. 71.03(2), 71.20 (1) and 71,55 (3), Stats.) (1) Forms.
For the purpose of filing income tax returns and credit ¢laims,
the secretary of revenue has designated the following forms for
the use of persons other than corporations:

(a) Individuals and fiduciaries. 1, Form 1, Income tax, This
return may be used by individuals who are full-year Wisconsin
residents, whether married filing a joint return, married filing a
separate return, filing as head of household or filing as single.

2. Form IA. Income tax. This is an optional short form
return which may be used by individuals who are full-year Wis-
consin residents and filing as married filing a joint return, head
of household or single. _

3. Form WI-Z. Income tax. This is an optionat short form
returs which may be used by individuals who ate full-year Wis-
consin residents and filing as married filing a joint return or
single.

4. Form INPR. Income tax —nonresident and part—yearres-
ident. This return shall be used by individuals who are nonresi-
dents of Wisconsin or part—year residents of Wisconsin, regard-
less of filing status.

5. Form 1X. Income tax — amended return. This return may
be used by full-year Wisconsin resident individuals to amend
form 1, 1A or WI-Z.

Note: Nonresident and part—year resident individuals shall use form 1NPR
marked “amended return® to amend form INPR,

6. Form 1CNP. Combined individual and fiduciary income
tax return for nonresident partners. This form may be used by
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nonresident partners and nonresident members of limited liabil-
ity companies treated as partnerships.

7. Form 1CNS, Combined individual and fiduciary income
tax return for nonresident tax—option (S) corporation sharehold-
ers.

8, Form 2. Fiduciary income tax return. This return may be
used by estates and trusts, except exempt trusts with unrelated
business taxable income.

9. Form 4T. Exempt organization business franchise or
income tax return. This return shall be used by exempt trusts
with unrelated business faxable income,

10. Form 1-ES. Estimated tax voucher. This form may be
used by individuals, estates and trusts, except exempt frusts with
unrelated business taxable income.

{1. Form 4-BS. Corporation estimated tax voucher. This
form shall be used by exempt trusts with unrelated business tax-
able income. .

12. Form CN-ES. Composite estimated tax voucher, This
form may be used by nonresident partners, members or share-
holders using form 1CNP or 1CNS.

13. Schedule 2K--1. Beneficiary’s share of income, deduc-
tions, etc. :

14. Schedule 2440W. Disability income exclusion.

15. Schedule DC. Development zone credits.

16. Schedule EICW. Barned income credit.

17. Schedule FC. Farmland preservation credit claim,

18. Schedule H. Homestead credit claim.

19. Schedule HR. Historic rehabilitation credits.

20, Schedule I. Adjustments to convert federal adjusted
gross income and itemized deductions to the amounts allowable
under the applicable year’s internal revenue code.

21. Schedule MT. Alternative minimum tax,

22. Schedule T. Transitional adjustments.

23. Schedule U, Underpayment of estimated tax by individ-
uals and fiduciaries. This form may be used by individuals,
estates and trusts, except exempt trusts with unrelated business
taxable income.

24. Schedule 4U. Underpayment of estimated tax by corpo-
rations. This form shall be used by exempt trusts with unrelated
business taxable income.

25. Schedule WD. Capital gains and losses. This form may
be used by individuals.

26. Schedule WD (form 2). Capital gains and losses. This
form may be used by estates and trusts, except exempt trusts
with unrelated business taxable income.

27. Form401T. Report of estate or inheritance tax payment,

28. Form W706. Estate tax return. .

(b) Partnerships and limited liability companies treated as
partnerships. 1, Form 3. Partnership return,

2. Schedule 3K-1. Partner’s share of income, deductions,
etc.

3. Form 38. Partnership temporary recycling surcharge.

4, Porm 3S-ES. Partnership estimated surcharge voucher,

5. Schedule D. Development zone credits.

6. Schedule HR. Historic rehabilitation credits.

(2) INFORMATION RETURNS, Information returns required of
persons other than corporations are specified in s. Tax 2.04.

(3) Fimio RETURNS. All forms and information required to
be filed or furnished by persons other than corporations shall be
filed or furnished by providing the inforination requested on the
appropriate forms, signing the returns or forms as appropriate,
and delivering them to the department or mailing them to the
address specified by the department on the form or in the instruc-
tions.
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Note: Forms may be detivered in person to the Department of Revenue at 4638
University Avenue, Madison, Wisconsin. Blank forms may be obtained at the same
location, or by mail request to Wisconsin Department of Reverue, P.O. Box 8903,
Madison, WI 537088903,

-History: 1-2-56; am, Register, Pebruary, 1958, No. 26, eff. 3-1-58; am. Regis-
ter, February, 960, No. 50, eff, 3-1-60; am. Register, September, 1964, No. 105,
eff. 10-1-64; . and rect., Register, March, 1966, No. 123, ¢ff. 4-1-66; am. Regis-
ter, February, 1975, No. 230, eff. 3-1--75; am, (1), Register, November, 1977, No,
263, eff. 12-1-F7; am. (3), Register, February, 1978, No, 266, eff, 3-1-78; am. (1)
() and (b), (2) and (3), renum, (1) (¢) and () to be (1) (k) and {1} and am., cr. (1)
(¢) to(j), Register, July, 1987, No. 379, eff. 8-1-87; r. and recr. (1), am. (3) (intro.),
r.(3Hayta(c), Register, June, 1990, No. 414, eff. 7-1-90; 1. and recr. Register, May,
1995, No, 473, eff. 6-1-95.

Tax 2.085 Claim for refund on behalf of a deceased
taxpayer. (s.71.75 (10}, Stats.) (1} If arefund of Wisconsin
income t{axes is due a deceased taxpayer and if the refund
exceeds $100, the claimant shall file, with the income tax return,
a completed form -804, entitled "Claim for Decedent’s Wis-
consin Income Tax Refund”,

(2) Form 1-804 does not have to be filed if the refund is
claimed on a joint Wisconsin income tax return of the suryiving
spouse and the decedent. The surviving spouse shall write “fil-
ing as surviving spouse” in the signature area of the return, If
someone other than the surviving spouse is the personal repre-
sentative, the personal representative shall also sign the joint
return, o :

(3) Forms required to be filed under sub, (1) shall be mailed
to the Wisconsin Department of Revenue, PO, Box 59, Madi-
son, WI 53785,

History: Cr. Register, October, 1976, No, 250, &ff. 11--1-76; am. (1), Register,
November, 1978, No. 275, eff. 12-1-78; am. (2), Register, September, 1983, No.
3?1_3, eff, 10-1-83; rerum. (2) to be (3), cr. (2), Register, February, 1990, No. 410,
eff. 3—-1-90.

Tax 2.09 Reproduction of franchise or income tax
torms, (ss. 71.03 (6) (=), 71.20 (1), 71.24 (1) and 71.44 (1) (a),
Stats.) (1} GENBERAL. Subject to the provisions of this section,
the official Wisconsin franchise or income tax forms required to
be filed with the department may be reproduced and the repro-
ductions may be filed in licu of the corresponding official forms,
Any reproduction which varies from the official version in any
particular, except as authorized in this section, shall be sub-
mitted to the department for approval before it is used. The
department may reject any reproduction which is in whole or in
part itlegible or which is of a format that has not been approved
by the department,

(2} SeeciFications. The following specifications shall
apply: ’

(a) Printing of reproductions shall be by conventional print-
ing processes, photocopying, computer graphics or similar
reproduction processes and shall duplicate the font sizes, graph-
ics and format of the official form. Reproductions may be
printed on one side or both sides of the paper.

(b} Reproductions of optical character reader—scannable, or
OCR-scannable, documents shall bear an QCR—scannable line
as prescribed for the specific document type. Photocopies of
OCR-scannable forms may not be filed.

(c) The reproductions shall be on paper of substantially the
same weight and texture, and of quality at least as good as that
used in the official forms. :

(d) In the reproduction of tax forms, official forms printed on-

colored paper may be reproduced on white paper, and black ink
may be substituted for colored ink.

(e} The size of the reproduction, both as to dimensions of the
paper and image reproduced on it, shall be the same as that of the
official form, except that full-page official forms which are
other than 8% inches by 11 inches in size may be reproduced on
8% inch by 11 inch paper.

(f) Except for returns executed by fiduciaries as provided in
sub, (3) or returns filed electronically, all signatures required on
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returns which are filed with the department shall be original,
affixed subsequent to the reproduction process.

(3) FIDUCIARIES. A fiduciary or the fiduciary’s agent may use
a facsimile signature in filing a tax return on form 2, subject to
the following conditions:

(@) Bach group of returns forwarded to the department shall
be accompanied by a letter signed by the person authorized to
sign the returns declaring, under penalties of perjury, that the
facsimile signature appearing on the returns is the signature
adopted by the person to sign the returns filed and that the signa-
ture was affixed to the returns by the person or at the person’s
direction. The letter shall also list each return by name and iden-
tifying number, i

(b) A signed copy of the letter shall be retained by the person
filing the returns and shall be available for inspection by the
department. :

{c} If returns are reproduced by photocopying or similar
reproductive methods, the facsimile signature shall be affixed
subsequent to the reproduction process.

Note: Writtenrequests for approval of substitute forms should be mailed to Wis-
consin Depariment of Revenue, Processing Forms Approval, P.O. Box 8903, Madi-
son, WI 53708-8903.

History: 1-2-56; am, Register, February, 1958, No, 26, eff. 3-1-58; am, Regis-
ter, February, 1960, No. 50, eff. 3--1-60; am, (2), Register, March, 1966, No. 123,
eff. 4-1-66; am. (5} and ¢r. (6), Register, August, 1974, No. 224, eff. 9—1-74; am.
(intro.), (2), (6) (intro.) and (a), Register, November, 1977, No, 263, eff, 12-1-77;
am. (3}, Register, September, 1983, No, 333, eff, 10-1-83; correction in (5) made
under s. §3.93 (2m) (b) 4., Stats,, Register, July, 1987, No. 379; r, and recr. Regis-
ter, May, 1996, No, 485, eff. 6-1-96,

Tax 2,10 Coples of federal returns, statements,
schedules, documents, etc. to be filed with Wisconsin
returns, (ss.71.03 (5) and 71.20 (1), Stats.) (1) INDIVIDUALS
AND FIDUCIARIES. At the time of filing Wisconsin income tax
returns by individnals and fiduciaries, a complete copy of the
federal income tax return for the same taxable year, including ali
schedules, statements, documents and computations which
affect the computation of Wisconsin income, credits or penai-
ties, shall be included and filed with the Wisconsin return.
Copies of the short form federal returns 1040A and 1040EZ are
notrequired to be filed if a Wisconsin form 1A or WI-Z is being
filed for the same taxable year. If the federal form is filed elec-
tronically, a copy of the electronic material as contained in repli-
cas of the official forms or on forms designated by the electronic
filer shall be included and filed with the Wisconsin return.

{2) PARTNERSHIPS AND LIMITED LIABILITY COMPANIES TREATED
AS PARTNERSHIPS. (a) Except as provided in par, (b), at the time
of filing Wisconsin income tax returns by partnerships and lim-
ited liability companies treated as partnerships under s. 71,20
(1), Stats., a complete copy of the federal income tax return for
the same'taxable year, including al schedules, statements, docu-
ments and computations which affect the computation of Wis-
consin income, deductions and credits, shall be included and
filed with the Wisconsin return, If the federal form is filed elec-
tronicaily, a copy of the electronic material as contained in repli-
cas of the official forms or on forms designated by the electronic
filer shall be included and filed with the Wisconsin return,

(b) Coples of the federal schedules K--1 are not required to
be filed for those partners or members for whom a Wisconsin
schedule 3K--1 is being filed for the same taxable year. A Wis-
consin schedule 3K-1 shall be filed in lieu of federal scheduie
K--1 for a partner or member if any of the following applies:

1. The computation of the Wisconsin income or deductions
differs from the federal amount.

2. The partner or member is a nonresident of Wisconsin or
part-year resident of Wisconsin and the partnership or limited
liability company has activities within and without Wisconsin.
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- 3. The partnership or limited liability company calculates
any Wisconsin income tax credits,

History: . Register, December, 1965, No, 120, eff. 1-1-66; am. Register, June,
1990, No. 414, eff. 7-1-90; 1. and recr. Register, May, 1995, No. 473, eff, 6-1-95,

Tax 2.105 Notice by taxpayer of federal audit adjust-
ments and amended returns. (ss. 71.75 (2), 71.76, 71.77
(2)and (7)and 77.96 (4), Stats.) (1) Purpross, This section clari-
fies the time periods for a taxpayer to report federal audit adjust-
ments and federal and other state amended returns for Wisconsin
franchise or income tax and temporary recycling surcharge pur-
poses, and the resultif a taxpayer fails to report the adjustments
or amended returns.

(2) DeFvTION. In this section, “taxpayer” includes individu-
als, estates, trusts, partnerships limited liability compames and
corporations.

(3) GENERAL. (a) Under ss. 71.76 and 77.96 (4), Stats., a tax-
payer meeting the conditions described in sub. (4) shall report
to the department changes or corrections made to & tax return by
the internal revenue service, or file with the department
amended Wisconsin franchise or income tax returns or amended
temporary recycling surcharge returns reporting any informa-
tion contained in amended returns filed with the internal revenue
service, or with another state if there has been allowed a credit
against Wisconsin taxes for taxes paid to that state.

" (b) Except as provided in sub. (5), the department may give
notice to the taxpayer of assessment or refund within 90 days of
the date the department receives the taxpayer’s report of federal
adjustments or amended return described in par. (2). The 90-day
limitation does not apply to instances where the taxpayer files an
incorrect franchise or income tax return or temporary recycling
surcharge return with intent to defeat or evade the franchise or
income tax or temporary recycling surcharge assessment.

{4) TAXPAYER REQUIRED TOREPORT. (a) Federal adjustments.

If the federal net income tax payable, a credit claimed or carried -

forward, anet operating loss carried forward or a capital loss car-
tied forward on a taxpayer’s federal tax refurn is adjusted by the
internal revenue service in a way which affects the amount of
Wisconsin net franchise or income tax or temporary recycling
surcharge payable, the amount of a Wisconsin credit or a Wis-
consin net operating loss, net business loss or capital loss carried
forward, the taxpayer shall report the adjustments to the depart-
ment within 90 days after they become final. The followmg shait
also apply with respect to federal adjustments: -

1. ‘Pinality of federal adjustments.’ For the'purpose of
determining when the federal adjustments become final, the fol-
lowing shall be deemed a final determination: -

a. Payment of any additional tax, not the subjeci of any other
final determination described in subd. 1. b., ¢, d. ore.

b. Anagreement entered into with the internal revenue ser-
vice waiving restrictions on the assessment and collection of a
deficiency and accepting an overassessment, Federal form 870,
“Waiver of Restrictions on Assessment and Collection of Defi-
ciency in Tax and Acceptance of Overassessment,” or 870-AD,
“Offer to Waive Restrictions on Assessment and Collection of
Tax Deficiency and to Accept Overassessment " are the forms
prescribed for this purpose.

c. Expiration of the 90-day time penod or the 150-day
period in the case of a notice addressed to a person outside the
United States, within which a petition for redetermination may
be filed with the United States tax court with respect to a statu-
tory notice of deficiency issued by the internal revenue service,
if a petition is not filed with that court within that time,

d. A closing agreement entered into with the internal reve-
nue service under s. 7121 of the internal revenue code.

e. A decision by the United States tax court or a2 judgment,
decree or other erder by a court of competent jurisdiction which
has become final, or the date the court approves a voluntary
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agreement stipulating disposition of the case. A court of compe-
tent jurisdiction includes a United States district court, a court of
appeals, a court of claims or the United States supreme coutt,

MNote! Decisions of the U.8. tax court and other cmms ordinarily become final
as follows:

a. Ifno appeal is made of a U.S. tax court decmon, itbecomes final upon expira-
tion of a period of 99 days afier the decision is entered. Decisions in unappealable
cases involving deficiencies of $10,000 or less heard by the U.S. tax court under
5, 7463 of the Internal revenue code becoms final 0 days after they are entered.

b. Appealed decisions of the U.S. tax court become final as set forth in s, 7481
of the internal revenue code.

c. A deciston of a U.S, district court normaily becomes final if not appeated 1o
the T.5. cowrt of appeals within 60 days of the judpment, decree or order.

d. A decision of the U.8. court of claims or the 1.8, court of appeals normally
becomes final unless an appeal or a petitton for certiorari is filed with the U.S.
supreme court within 90 days of the judgment or decree.

¢, Adecision of the U.S, supreme court is normally final upon the expiration of
apetiod of 25 days from the date the deeision is rendered, ifa motion for reconsider-
ation or rehearing is not filed within that time.

2. ‘Information to report fo department.” The taxpayer shall
submit to the department a copy of the final federal audit report
issued by the internal revenue service together with any other
documents or schedules necessary to inform the department of
the adjustments as finally determined. The report shall be
included with an amended Wisconsin return if a Wisconsin
refund is being claimed and may be, but is not required to be,
included with an amended return if additional Wisconsin tax or
temporary recycling surcharge is due or if there is ne change in
tax or temporary recycling surcharge,

3. ‘Agreement with adjustments.” A taxpayer shall be
deemed to concede the accuracy of the federal adjustments for
Wisconsin franchise or income tax or temporary recycling sur-
charge purposes unless a statement is included with the report to
the department stating why the taxpayer believes the adjust-
ments are incorrect.

(b) Amended returns. If a taxpayer files an amended federal
tax return and the changes on the amended federal tax return
affect the amount of Wisconsin net franchise or income tax or
temporary recycling surcharge payable, the amount of a Wis-
consin credit or a Wisconsin net operating loss, net business loss
or capital loss carried forward, the taxpayer shall file with the
department an amended Wisconsin return reflecting the same
changes. A taxpayer filing an amended return with another state
shall file an amended Wisconsin return if a credit has been
allowed against Wisconsin taxes for taxes paid to that state and
if the changes affect the amount of Wisconsin net franchise or
income tax or femporary recycling surcharge payable, the
amount of a Wisconsin credit or a Wisconsin net operating loss,
net business loss or capital loss carried forward. The amended
Wisconsin return shall be filed within 90 days after the date the
amended return is filed with the internal revenue service or other
state.

{c) Where and how to submit report or ainended return. An
amended Wisconsin return or a taxpayer’s report of federal
adjustments submitted with an amended Wisconsin return shall
be filed in accordance with the provisions of s. Tax 2.12 (5) and
(6). A taxpayer’s report of federal adjustments submitted to the
department without an amended return shall be identified as
reflecting federal adjustments made by the internal revenue ser-
vice and shall be mailed to Wisconsin Departruent of Revenue,
Audit Bureau, P.O. Box 8906, Madison, WI 53708-8906. The
report submitted without an amended retirn may not be made a
part of or attached to any Wisconsin tax return. -

{5) ASSESSMENTS AND REFUNDS BY DEPARTMENT. If a taxpayer
reports federal adjustments or files an amended Wisconsin
return with the department within 90 days after the adjustments
become final or after an amended return is filed with the internal
revenue service or another state, the department may make an
assessment or issue a refund relating to the report or amended-
return as follows:
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(a) Assessments. Under s. 71.77 (2), Stats., the department
may make an assessment within 4 years from the date the origi-
nal Wisconsin franchise or income tax return was filed. How-
ever, under s, 71,77 (7} (a), Stats,, if the taxpayer reported less
than 75% of the correct net income and the additional tax for the
year exceeds $200 for a joint return, or $100 for a return other
than & joint return, an assessment may be made within 6 years
after the refurn was filed.

(b} Refunds. Under s. 71.75 (2), Stats., the department may
issue a refund if an amended refurn is filed within 4 years of the
unextended date the original Wisconsin franchise or income tax
refurn was due,

(c) Exceptions. 1, Anassessment may be made later than the
4— and 6-year periods provided in par. (a}if notice of the assess-
ment is given to the taxpayer within 90 days of the date the
department receives a timely report of federal adjustments or an
amended Wisconsin return, “However, the assessment made
after the expiration of the 4— and 6—year periods shall only relate
to those federal adjustments or the changes on the amended Wis-
consin return, ‘

2. If a taxpayer reports federal adjustments to the depart-
mert after the expiration of the 4—year period for filing an
amended Wisconsin return as described In par. (b), a refund
based upon federal adjustments reducing the taxpayer’s federal
tax liability, which are applicable to the taxpayer’s Wisconsin
tax or temporary recycling surcharge liabiiity, may still be made
if notice of the refund is given to the taxpayer within 90 days of
the date the department received a timely report of the federal
adjustments. ’ :

3. The 90—day period for the department’s giving notice of
an assessment or issuing a refund may be extended if a written
agreement is entered into by the department and the taxpayer
priot to the expiration of the 90 days.

4. If federal adjustments or changes on an amended return
filed with the internal revenue service or another state pertain to
a year which has been previously field andited by the department
and the field audit has been finalized, an assessment or refund
nevertheless may be made. However, the assessment or refund
shall only relate to those federal adjustments or the changes on
the amended return. Notice of the assessment or refund shall be
given to the taxpayer within 90 days of the date the department
received the report of federal adjustments or an amended Wis-
consin return from the taxpayer,

Examples: 1} Pederal adjustments were made toan individual’s 1989 calendar-
year basis federal income tax return; the adjustments became final on June 1, 1994,
On August 15, 1994, within 90 days after the adjustments became final, the depart-
mentreceived the taxpayer's report of the adjustments. Althoughthe 4—year period
provided by s. 71.77 (2), Stats., for making adjustments to the 1989 Wisconsin
return expired on April 15, 1994, the department had until November 13, 1994, 90

days after the date the department received 2 report of the adjustments, to give
nolice of an assessment to the taxpayer.

2) An individual filed an amended 1993 calendar-year basis New York return
on June 1, 1994, An amended Wisconsin return, reflécting the changes on the
amended New York return, was filed with the department on July 12, 1994, Under
the 4—year assessment period in s. 71.77 (2), Stats., the department has 4 years from
April 15, 1994, the due date of the 1993 return, in which to notify the taxpayer of
any assessment relating to the changes on the amended New York retum,

{B) TAXPAYER'S FAILURE TO REPORT FEDERAL ADIUSTMENTS OR
FILE AMENDED WISCONSIN RETURNS. (&) Adjustments and
amended returns relating to taxable year 1987 and thereafter.
If a taxpayer fails to report federal adjustments or the filing of
an amended federal or other state return, relating to the taxable
year 1987 and thereafter, within the 90—day period described in
sub. (3) (b}, the department may assess additional Wisconsin
franchise or income tax or temporary recycling surcharge relat-
ing to the adjustments or amended return within 4 years after dis-
covery by the department,

Example: An individual taxpayer filed a 1993 calendar-year basis Wisconsin
income tax return on April 15, 1994, The internal revenue service made adjust-
ments to the 1993 federal income tax retum which the taxpayer did not report to

the department within 90 days afier the adjustments became final. The internal rev-
enue service reports these adjustments to the department under the exchange of
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information agreement between the two agencies on May 1, 1996. The department
may issue an assessmeat for the adjustments any time on or before May 1, 2000,

(b) Adjusiments and amended returns relating to 1986 and
prior taxable years. 1f a taxpayer fails to report federal adjust-
ments or the filing of an amended federal or other state return
which related to 1986 or prior taxable years within the 90-day
period described in sub. (3) (b), the department may assess addi-
tional Wisconsin franchise or income tax relating to the adjust-
ments or amended return within 10 years after the date the origi-
nal Wisconsin return for the year was filed or within 2 years after
the date when the federal determination of tax becomes final,
whichever is later. A return filed before the last date prescribed
by law, commonly April 15 for an individual reporting on a cal-
endar-year basis, is considered as.filed on the last date pre-
scribed by law under s. 71.77 (8), Stats.

Example: An individual taxpayer filed a 1986 Income tax return on April 15,
1987, The taxpayer filed an amended return with Ohio on January 1, 1988. The
result of the amended return was a redtuction in the net tax paid to Chio on income
also reported to Wiscensin. The taxpayer did not notify the department within 90
days of filing the amended Ohio return. The department has until April 15, 1997,

toissue an assessment for the Ohio amended return’s effect on the Wisconsin credit
for taxes paid to other states.

Note: Section 71.76, 1989 Stats., was amended by 1991 Wis. Act 39, effective
for federal changes or corrections to a federal income tax return that became final
on or after August 15, 1991, and for amended federal and other state returns filed
on or after August 13, 1991, Under the statute in effect immediately prior to the
enactment of 1991 Wis, Act 39, a taxpayer was required to report internal revenue
service adjustments to taxable income that affected the income reportable or tax
payable to Wiscensin, and to file an amended Wisconsin return if information con-
tained on an amended federal or other state tax return affected income reportable
or tax payable to Wiscensin.

History: Cr.Register, January, 1979, No. 277, eff. 2-1-79; correction in (3) (a}
1, a. made under s, 13.93 (2m) (b) 4., Stats,, Register, July, 1987, No. 379; 1. (2),
(@) and (5) (d); renum, {1}, (3}, (5) (a) to {c) and (6) to be (2), {4, (6) and (7 and
am. (2), {4) (a) Lb., c. and ¢, (b}, (6) (a) to {c) and (7}, cz. (1), (3) and {5), Register,
Frcfb:uary, 1990, No, 410, eff, 3-1-90; r, and recr, Register, May, 1996, No. 485,
eff, 6-1-96, ) )

Tax2.11 Creditfor sales and use tax paid on fuel and
electricity. (ss. 71.26 (2), 71.28 (3) and 71.34 (1) (e), Stats.)
(1) Dermurons. In this section:

.{a} Fuel and electricity “consumed in manufacturing” means
only fuel and electricity used o operate machines and equip-
ment used directly in the step-by-step manufacturing process,
Fuel and electricity are not “consumed in manufacturing” if they
are used in providing plant heating, cooling, air conditioning,
communications, lighting, safety and fire prevention, research
and product development, receiving, storage, sales, distribution,
warehousing, shipping, advertising or administrative depart-
ment activities. However, fuel and electricity used directly in
manufacturing steam which is used by the manufacturer in fisr-
ther manufacturing or in heating a facility, or both, is consumed
in manufacturing.

(b) “Manufacturing” has the meaning specified in s. 77.54
(6m), Stats., by vinue of s. 71.28 (3) (a) 1., Stats.

{c) “Paid” has the meaning specified in s. 71.22 (8), Stats.

(d) “Sales and use tax under ch. 77 paid by the corporation”
has the meaning specified in 5. 71.28 (3) (a) 2., Stats.

(2) CrepIT ALLOWABLE. (a) Unders. 71.28 (3), Stats., a cor-
poration may reduce its income or franchise tax liability for the
year by an amount equal to the Wisconsin state and county sales
and use taxes it has paid on fuel and electricity consumed in
manufacturing personal property within Wisconsin,

{b) If separate gas or electric meters are not used to accurately
measure the fuel and electricity consumed in manufacturing in
Wisconsin, a reasonable allocation is necessary.

(¢) The credit is allowable for all Wisconsin and Wisconsin
county sales and use taxes paid during the taxable year on fuel
ot electricity destined for manufacturing purposes, regardless of
when the fuel or electricity was or is to be consumed,

Note: Refer to Streets and Roads Construction Corporation v. Wisconsin
Department of Revenite, Wisconsin Tax Appeals Commission, Docket No, 1-6239,
July 28, 1981, and Fort Howard Paper Company v, Wisconsin Depariment of Reve-
nue, Wisconsin Tax Appeals Commission, Docket No, 1-8266, November 1, 1983,
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{3) CARRY FORWARD OF UNUSED CREDIT. (a) If a corporation
is entitled to a sales and use tax credit under s, 71.28 (3), Stats.,
the credit, to the extent not offset by the tax liability of the same
year, may be offset against the tax liability of the subsequent
year and each succeeding year up to a total of 15 years until the
credit has been completely offset.

Note: Thecarry forward of the sales tax credit was Increased from S to 15 years
by 1985 Wis, Act 29, and the 15 year carry forward first applies to credits carried
forward from the 1980 taxable year.

{b) The sales tax credit shall first be offset against the income
or franchise tax liability computed for the tax year before an
unused credit from a prior year may be applied,

(4) CREDIT INCLUDABLE IN NET INCOME. Under s. 71.26 (2),
Stats., the credit computed for sales and use taxes paid on fuel
and electricity consurned in manufacturing under 5. 71.28 (3),
Stats., shall be included in net income for the tax year. Except for
tax—option corporations, the entire credit computed for the tax
year is includable in net income, even though the credit is not
entirely used or no income or franchise tax liability exists, Under
s..71.34 (1} (e), Stats,, tax—option corporations shall only
include in net income the amount of credit computed under s,
71.28 (3), Stats., and used to offset the income or franclusc tax
liability of the current year.

History: Cr. Register, Pebruary, 1978, No. 266, eff. 3~1-‘78 am. (2} (@) r. (1)
{d),(2) (b) and (3) (a), renum, (3) {b) and {c} 1o be (3} {a) and {b), cr. (4), Register,

September, 1983, No. 333, eff. 10-1-83; am. (1) (intro.) and (3), renum. (1} (a) to
{c)tabe (1) (d), (b) and (2) andam e (13 c).r. andrecr. (2) and (4), chlstcr, Feb-
Tuary, 1990 No. 410, eff. 3-1-90.

Tax 2.12 Amended returns. (ss, 71.30(4),71.74, 71.75,
71.76, 71.77, 71.80 (18) and 77.96 (4), Stats.) (1) Score. This
section applies to amended Wisconsin franchise or income tax
returns, amended partnership returns, amended temporary
recycling surcharge refurns and amended farmland preservation
credit and homestead credit claims.

(2) DermrmioN. In this section, “timely filed,” in the case of
an amended return: or credit claim, means the amended return or
credit claim is actually in the possession of the department prior
to the expiration of the statutory limitation period or extended
limitation period, or it is mailed in a properly addressed enve-
lope with postage prepaid and is received by the department
within 5 working days after the last day of the statutory limita-
tion period or extended limitation period.

{3) GeneraL. (a) The department shall accept amended
returns and credit claims to correct previously filed original,
other amended or adjusted Wisconsin franchise or income tax
refurns, partnership refurns, temporary recycling surcharge
returns or farmland preservation credit or-homestead credit
claims. :

(b) Under s. 71 .75 (6, Stats., and as provided in this section,
a refund of taxes or credits under ch. 71, Stats., or temporary
recycling surcharge under s. 77.96 (4), Stats., may be claimed
only by filing an amended return or credit claim,

(c) An amended Wisconsin return shall be filed with the
department if either an amended federal return is filed or an
amended return is filed with another state for which a credit for
taxes has been allowed against Wisconsin taxes, and the changes
to the amended federal or other state return affect the amount of
‘Wisconsin net franchise or income tax or temporary recycling
surcharge payable, a Wisconsin credit or a Wisconsin net operat-
ing loss, net business loss or capital loss carried forward,

{d) An amended Wisconsin return filed to report internal rev-
enue service adjustments as provided in s. Tax 2,105 (4) (a) shall
include a copy of the final federal audit report.

(e) An amended return or credit claim does not begin or
extend the statute of limitation periods for assessing additional
tax or temporary recycling surcharge or claiming a refund.

{4) TiMELY FILING.  (a) Except as provided in par. (b), if an
amended return or credit claim shows a refund, it shall be filed
within 4 years of the unextended due date of the original return,
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(b) The 4-year filing Hmitation in par. (a) does not apply in
the following situations:

1. Bxcept as provided in subds. 3. and 4., an amended Wis-
consin return or credit claim requesting a refund may not be filed
for any year covered by a field audit which resulted in a refund
or no change in the tax owed, or in an assessment that has
become final under s. 71.88 (1) (a) or (2) (&), 71.89 (2}, 73.01 or
73.015, Stats., provided the department advises the taxpayer that
the field audit is final unless the taxpayer appeals the result.

2. Except as provided in subds. 3. and 4., an amended Wis-
consin refurn or credit claim requesting arefund may not be filed
for any item of income or deduction assessed as a result of an
office audit, provided the assessment has become final under s.
71.88 (1} (a) or (2) (), 71.89 (2), 73.01 or 73.015, Stats.

3. An amended Wisconsin return or credit claim requesting
a refund of the tax or temporary recycling surcharge paid as a
result of an office audit or field audit assessment may be filed
within 2 years of the date the tax or temporary recycling sur-
charge was assessed if no petition for redetermination was filed.

4. An amended Wisconsin return requesting a refund of an
overpayment attributable to a capital loss carryback may be filed
by a corporation within 4 years after the due date, or extended
due date, for filing the return for the taxable year of the capital
loss that is carried back.

5. If the limitation period for making an assessmen( or
refund has been extended by written agreement betweéen a tax-
payer and the department, an amended Wisconsin return or
credit claim requesting a refund relating fo the year or years cov-
ered by the extension agreement may be filed during the exten-
sion period.

6. An amended Wisconsin refurn filed under the provisions
of sub. (3) () shall be filed with the depariment within 90 days
after the date the amended federal or other state return is filed.

7. An amended Wisconsin return filed under the provisions
of sub. {3) (d) shali be filed with the department within 90 days
of the date on which the federal audit adjustments become final.

8. Anamended Wisconsin return filed under the provisions
of 5. 71.30 (4), Stats., to claim a reduction of income resulting
from a renegotiation or price redetermination of a defense con-
tract or subcontract shall be filed within one year of the final
determination,

Note: Refer tos, Tax 2.105 for additional information regarding amended Wis-
consin refurns required as aresult of filing amended federal or other state retumns,
orreports required as aresultof federal auditadjustments made by the internal reve-
nue service.

(5) Forms. {(a) Except as provided in par. (b), an amended
Wisconsin return or credit claim requesting a refund shall be
filed on the proper form as shown in the following table, in the
manner prescribed in sub. (6). An amended return filed for a
purpose other than to request a refund is not required to be filed
on the forms indicated below.

ORIGINAL FORM AMENDED FORM
1, 1A, WI-Z X

INPR ' INPR

1 or 1A with Schedule H 1X + corrected H*

1 with Schedule FC 1X + corrected FC*
INPR with Schedule H or 1INPR + corrected H or FC*
FC

Schedule H alone Schedule H

2 2

3 3

38 3s

Register, May, 1996, No. 485
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ORIGINAL FORM AMENDED FORM in sub. (4), the basis for depreciation and for determining gain
T - or loss on disposition of property for these taxpayers is the same
4 4X as the basis determined under the internal revenue code, whether
4 4 the property was acquired before becoming or while a resident
of this state,
4T 4T (4) ExceprioNs. (a) When an individual acquires a new resi-
dence, the adjusted basis of the new residence is not reduced for
5 4X nonrecognized gain from the sale or exchange of an old resi-
58 - 55 dence located outside Wisconsin if:
: 1. The sale or exchange of the old residence occurred in tax-
ICNP 1CNP able year 1975 or thereafter when the individual was not a resi-
1ICNS 1CNS dent of Wisconsin; or.

i

*If H or FC is changed.

{b) The department may prescribe a special form for taxpay-
ers to use in claiming a refund, to address a specific tax issue,
In this situation, the special form may be used in lieu of the
amended form prescribed in par. {a).

Example: Wisconsin form 1X-R was developed in 1993 to address the issue of

the flow-hrough of interest exempt from Wisconsin taxes received from a quali-
fied retirement plan. .

(6) ManwER. (a) An amended return or credit claim shall be
in writing, indicate the reporting period for which the change
was made and contain a statement setting forth the specific
grounds upon which the amended form is based.

(b} An amended return or credit claim other than form 1X or
4X shall be identified as an amended form by checking the
“amended return” box if one is provided on the form or by mark-
ing “AMENDED?" across the top of the first page of the amended
form,

(¢) An amended return or credit claim reguesting a refund
may not be made a part of or attached to any original Wisconsin
return or credit claim.,

(d) An amended return or credit claim shall be mailed to the
department at the address specified on the form or in its instruc-
tions or at the address provided for mailing amended Wisconsin
returns or credit claims,

Note: 1) The address for mailing aménded Wisconsin returns or credit clzims
is Wisconsin Department of Revenue, RO, Box 8991, Madison, W1 537088991,

2) Sections 71.75(2) and 71.77 (5), 1989 Stats., were amended by 1991 Wis. Act
39, effective August 15, 1991, Under the statuies in effect immediately prior to the
enactment of 1991 Wis, Act 39, sub, (4) (b)4 did not apply.

3) Section 71.76, 1989 Stats., was amended by 1991 Wis. Act 39, effective for
federal changes or corrections to a federal income tax return that became final on
or after August 15, 1991, and for amended federal and other state returns filed on
orafter Augast 15, 1991, Under the statute in effect immediately prior to the enact-
ment of 1991 Wis, Act 39, a taxpayer was required to report internal revenue ser-
vice adjustments to taxable income that affected the income reportable or tax pay-
able to Wisconsin, and to file an amended Wisconsin return if information
contained on an amended federal or other state tax reium affected income report-
able or tax payable to Wisconsin, -

4) Section 71.75 (4), 1989 Stats., was amended by 1991 Wis, Act 39, effective
for fleld audit notices issued on or afier October 1, 1991, Under the statute in effect
immediately prior to the enactment of 1991 Wis, Act 39, the limitation in sub. (4)
{b}1, applied only to field audits which resulted in an assessment of additional tax,

History: Cr.Register, August, 1976, No, 248, eff. 9-1--76; am. (1) (a), Register,
September, 1983, No. 333, eff. 10-1-83; am, (1) (a) and (b}, 1, and recr, (£) (¢) and
{2}, Register, February, 1990, No. 410, cff. 3-1-90; r. and recr. Reglster, May,
1596, No. 485, eff, 6-1-96.

Tax 2.30 Property located outside Wisconsin —
depreciation and sale. ss, 71.05 (12) (a), (b) and (c), (15,
(16), (17) and (18) and 71.04 (1) (a), Stats.) (1) Scorg. This sec-
tion applies only with respect to resident individuals, estates,
and trusts,

(2} DermimioN. In this section, “internal revenue code”
means the internal revenue code in effect for the taxable year

_specified in s. 71.01 (6}, Stats.

Examplet For taxable year 1988, “internal revenue code® means the internal
revenue code in effect on December 31, 1987,

{3) RESIDENT INDIVIDUALS, BSTATES, AND TRUSTS. Income or
loss derived from property and business located outside Wiscon-
sin by resident individuals, estates, and trusts, is taxable or
deductible as appropriate under ch. 71, Stats. Except as provided

Register, May, 1996, No. 485

2. The sale or exchange of the old residence occurred before
taxable year 1975, whether the individual was a resident or not
at the time of the sale or exchange.

(b) When an individual sells or exchanges a principal resi-
dence located outside Wisconsin and the nonrecognition of gain
provisions do not apply, the adjusted basis of the residence sold
or exchanged is not reduced for nonrecognized gain from any
previous sale or exchange of a principal residence located out-
side Wisconsin if:

1. The previous sale or exchange occurred in taxable year
1975 or thereafter when the individual was not a resident of Wis-
consin; or .

2. The previous sale or exchange occurred before taxable
year 1975, whether the individual was a resident or not at the
time of the sale or exchange,

Example; A taxpayer becomes a Wisconsin resident on July 1, 1988, Prior to
becoming a Wisconsin resident the taxpayer had owned several different homes,
Each time a new home was acquired, the federal nonrecognition of gain provisions
applied with respect to the gain realized from the sale of the previous home. Upon
becoming a Wisconsinresident, the taxpayer owned a home in Missouri with a fed-
eral adjusted basis of $65,000 (395,000 cost, less 530,000 of gains postponed from
prior sales). The Misscurl home was sold for $97,0001n August 1988, Thetaxpayer
decides not to purchase a new restdence. The Wisconsin adjusted basis of the Mis-
sourd heme is $95,000, -

(c) For residential real property and certain agricultural real
property placed in service during taxable year 1986, depreci-
ation and gain or 1oss on disposition of the property shall be com-
puted under the internal revenue code in effect on December 31,
1980 unless:

1. The property is placed in service out—of-state by a tax-
payer during taxable year 1986 before the taxpayer becomes a
Wisconsin resident. In this case, the property’s adjusted basis
and depreciation are the same as the amounts aliowable for fed-
eral tax purposes, o

Example: A taxpayer becomes a Wisconsin resident on January 1, 1987, Prior
to that date, the taxpayer is an Illinois resident. On July 1, 1986, the taxpayer pur-
chases and placesin service residential real property located in Illinods. On'the tax-
payer’s 1987 Wisconsln return, the taxpayer's adjusted basis and depreciation on
this property will be the same as the amounts shown on the taxpayer*s 1987 federal
return, The taxpayer does not have to recompute the basis of the property and
depreciate it using one of the methods permitted urder the December 31, 1930
Code,

2. The property located out-of-state is acquired in a trans-
action oceurring in' taxable year 1986 or thereafter where the
basis of the property in the hands of the transferee is the same as
the adjusted basis of the property in the hands of the transferor,
The adjusted basis of the property on the date of the transfer is
the same as the federal adjusted basis.

Example: A taxpayeris a Wisconsin resident, The taxpayer receives by gift on
January I, 1986, residential real property located in llinols, The adjusted basis of
the property to the doner, transferor, is $200,000. In acquiring the property by gift,
the taxpayer, transferes, receives the same adjusted basis in the property as the
tranifcfgg'ﬁ'[he Wisconsin adjusted basis will be the federal adjusted basis on Janu-
ary 1, -

Note: 1) Inthe case of Wisconsin Departiment of Revenue vs, Romain A, Howick,
100 Wis, 2d 274 (1981), the Wisconsin supreme court held that for the purpose of
determining a loss on a sale, the basis of property located outside Wisconsin
acquired before the owner became a Wisconsin resident is the basis determined
under the Internal revenue code. Tn this section the same principleisappliedto gains
realized on the disposition of such property. This principle was codified into s,
71.05 (1) {m), Stats., by 1985 Wis, Act 261, effective for the carliest taxable year
in respect to which additional assessments or refunds may be made, Section 71.05
(1) {0) and (0, Stats., was also created by 1985 Wis. Act 261 to provide exceptions
with respect te a principal residence effective for the same period of time, Section




is DEPARTMENT OF REVENUE

7105 (1), (m), (1), and (0), Stats., was renumbered 5. 71.05 (12} (a), (b), and (c),
Stats., by 1987 Wis. Act312.

2) Section 71,07 (1), Stats., was amended by Chapter 39, Laws of 1975, effective
with the 1975 taxable year. Prior to the 1975 taxable year, income of loss derived
from real property or tangible personal property followed the situs of the property
from which derived. Section 71,07 (1), Stats., was renumbered ss. 71.04 (1) (a) and
71,362 (1), Stats., by 1987 Wis. Act 312,

History: Cr, Re ister, April, 1978, No. 268, eff. 5-1-78; r. and recr. {3), Regis-
tcr,}uly, 1982, No, 319, eff. 8-1-82; . (2), renum. (1) to be(2) and am,, ¢r, (1) and

(4), am. (3), Register, June, 1990, No. 414, cff, 7-1-90.

Tax 2.31 Compensatlon received by nonresident
members of professional athletic teams. (ss. 71,02 and
71.04(1) (a) and (11), Stats.) (1) Scork. This section appottions
and allocates to Wisconsin, in a fair and equitable manner, a non-
resident employe’s total compensation for services rendered in
Wisconsin as a member of a professional athletic team, The sec-
tion does not apply to employes domiciled in a state with which
Wisconsin has a reciprocity agreement,

Note: Wisconsin has reciprocity agreements wuh Iihnms, Indlana, Kentucky,
Michigan and Minnesota.

.« (2) DEFITIONS. In this section:

* {a) Except as provided in subds. I. and 2., “duty days” means
all days during the taxable year from the beginning of a profes-
sional athletic team’s official pre—season training period through
the Iast game in which the team competes or is scheduled to com-
pete and days on which a member of a professional athletic team
renders a service for a team on a date outside-this time period.
Rendering a service includes conducting training and rehabilita-
tion activities at the facilities of the team. Included within duty
days shall be game days, practice days, days spent at team meet-
ings, promotional caravans and preseason training camps, days
spent participating in instructional leagues, days spent at special
games such as the “Pro Bow]” or an “all-star” game and days
served with the team through all post—scason games in which the
team competes or is scheduled to compete. The following
exceptions to this definition apply:

1. Duty days for any person who joins a professional athletic
team after the beginning of the team’s official pre—season train-
ing pericd shall begin on the day the person joins the team. Con-
versely, duty days for any person who leaves a professional ath-
letic team before the last scheduled game shall end on the day the
person leaves the team. Where a person switches professional
athietic teams during a taxable year, separate duty day calcula-
tions shall be made for the periods the person was thh each
team,

2. Days for which a member of a professional athletic team
is not compensated and is not rendering services for the team in
any manner, including days when the member has been sus-
pended without pay and prohibited from performing any ser-
vices for the team, may not be treated as duty days.

(b) “Member of a professional athletic team” includes
employes who are active players, players on the disabled list or
any other persons such as coaches, managers and trainers, and
who are required to and do travel with and perform services on
behalf of a professional athletic team on a regular basis.

(c) “Professional athletic team” includes, but is not limited
to, any professional baseball, basketball, football, hockey or
soccer team.

{d) “Total compensation for services rendered as a member
of a professional athletic team” means the total compensation
received during the taxable year by the member for services ren-
dered from the beginning of the official pre—season training
period through the last game in which the team competes or is
scheduled to compete during that taxable year, and during the
taxable year on a date outside this time period. The compensa-
tion includes, but is not limited to, salaries, wages, bonuses as
described in sub. (3) {¢) and any other type of compensation paid
during the taxable year to a member of a professional athletic
team for services performed in that year. The compensation may
not include strike benefits, severance pay, termination pay, con-
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tract or option year buy-out payments, expansion or relocation
payments or any other payments not related to services rendered
for the team.

Examples: Services rendered on adate that does not fall within the regular sea-
son include participation in:

1) Instructional leagues.

2) The “Pro Bowl”

3) Promotional caravans.

(3) MzeTHOD OF ALLOCATION, (a) General, The allocation to
Wisconsin of income earned by a nonresident employe as total
compensation for services rendered as a member of a profes-
sional athletic team shall be made on the basis of a fraction, the
numerator of which is the number of duty days spent within Wis-
consin rendering services for the team in any manner during the
taxable year and the denominator of which is the total number
of duty days spent both within and outside Wisconsin during the
taxable year.

(&) Duty days during the taxable year. Duty days shall be
included in the fraction described in par. {a) for the taxable year
in which they occur, including where a team’s official pre--sea-
son training period through the last game in which the team com-
petes, or is scheduled to compete, occurs during more than one
taxable year. The following additional provisions apply:

1. Days during which a member of a professional athletic
team is on the disabled list, does not conduct rehabilitation acti-
vities at facilities of the team and is not otherwise rendering ser-
vices for the team in Wisconsin, may not be considered duty
days spent in Wisconsin. However, all days on the disabled list
shall be included in the total duty days spentboth within and out-
side Wisconsin,

2. Travel days that do not involve either a game, practice,
team meeting, promotional caravan or other similar team event
may not be considered duty days spent in Wisconsin but shall be
considered in the total duty days spent both within and outside
Wisconsin.

(c¢) Bonuses. Bonuses which shall be included for purposes
of the allocation described in par, (a) are:

1. Performance bonuses carned as a result of play during the
season, including bonuses paid for championship, playoff or
“bowl"” games played by a team or for selection to all-star league
or other honorary positions.

2. Bonuses paid for signing a contract, unless ail of the fol-
lowing conditions are met:

a. The payment of the signing bonus is not conditional upon
the signee playing any games for the team or performing any
subsequent services for the team, or even making the team.

b. The signing bonus is payable separately from the salary
and any other compensation.
¢. The signing bonus is nonrefundable.

Examples: The following examples illustrate the provisions of this subsection:

1) Player A, a member of a professional atbletic team, is a nonresident of Wis-
consin. Player A's contract for the team requites A to report to the team’s training
camp and to participate in all exhibition, regular season, and plac\l}oﬁ' games, Player
A has a two—year contract which covers seasons that oceur uring taxable year
Itaxable year 2, and taxable year 2taxable year 3. Player A's contract provides
that A receive $500,000 for the scason which oceurs during taxable year 1/taxable
year 2, and $600,000 for the season which oceurs during taxable year 2/taxable year
3, Player A receives $550,000 from the contract during taxable year 2 ($250,000
for one-half the year 1/year 2 sedson and $300,000 for one—half the year X/year 3
season). The portion of the compensation received by Player A for taxable year 2
which is allocable to Wisconsin is determined by mulhp{ymg the compensation
Player A receives during the taxable year ($550,000) by a fraction, the numerator
of which is the total number of duty days Player A spends rendering services for
the team in Wisconsin during taxable year 2 (aitributable to both the year 1fyear 2
scason and the year 2/year 3 season) and the denominator of which is the total num-
ber of Player A's duty days spent both within and outside Wisconsin for the entire
taxable year 2.

2) Player B, amember of a professional athletic team, is a nonresident of Wis-
eonsin. During the season, Bisinjured and is unable to rendar services for B'steam,
YWhile B is undergoing medical treatment at a clinic, which is not a facility of the
team but is located in Wisconsin, B's team travels to Wisconsin for a game. The
days B's teamn spends in Wisconsin for practice, games, meetings, etc., while B is
present at the clinic, are not considered duty days spent in Wisconsin for Flayer B
for that taxable year, but those days are included within total duty days spent both
within and outside Wisconsin.
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3} Player C, a member of a professional athletic team, is a nonresident of Wis-
consin. During the season, Cisinjured and is unable to render services for C'steam.
Cperforms rehabilitation exercises at the facilities of C*steam in Wisconsin as well
as at personal facilitiesin Wisconsin, The days C performs rehabititation sxercises
in the facilities of C's team arc considered duty days spent in Wisconsin for Player
C for that taxable year. However, days Player C spends at personal facilities in Wis-
consinare not considered duty days spentin Wisconsin for Piayer C for that taxable
year, but those days are included within total duty days spent both within and out-
side Wisconsin,

4) Player I, a member of a professional athletic team, is a nonresident of Wis-

consin, During the season, D travels to Wisconsin to participate in the annual ail-
star game asarepresentative of D'steam. The days D spendsin Wisconsin for prac-
tice, the game, meetings, ete., are considered to be duty days spent in Wisconsin
for Player D) for that taxable year, as well as included within total duty days spent
both within and outside Wisconsin, - .

3) Assume the same facts as in example 4, except that Player D is not pasticipat-
ing in the all-star game and is not rendering services for D's team in any manner.
Player D is instead traveling to and attending the game solely as a spectator, The
days Player D spends in Wisconsin for the game are not considered to be duty days
spentin Wisconsin, However, those days are included within total duty days spent
both within and outside Wisconsin,

6) Player E, a member of a professional athletic team, is a nonresident of Wis-
consin. During the pre-season, B travels to Wisconsin to participate in a training
camp which B team conducts in Wisconsin, E performs no further services ia
Wisconsin. B’s team does not play any regular season or playoff games in Wiscon-
sin. Thedays E spends in Wisconsin at the team's training camp are considered to
be duty days spent in Wisconsin for Player B for that taxable year.

(4) ALTERNATIVE METHODS OF ALLOCATION. It is presumed
that application of the provisions of this section will result in a
fair and equitable apportionment of compensation received by
nonresident mernbers of professional athletic teams. Where it
is demonstrated that the method provided under this section does
not fairly and equitably apportion the compensation, the depart-
ment may require the member of a professional athletic team to
apportion and allocate the compensation under a method which
the department prescribes, provided the prescribed method
results in a fair and equitable apportionment. A nonresident
member of a professional athletic team may submit a proposal
for an alfernative method to apportion compensation where the
member demonstrates that the methed provided under this sec-
tion does not fairly and equitably apportion the compensation.
‘The proposed method shall be fully explained on the member’s
Wisconsin income tax return.

History: Cr. Register, May, 1996, No. 485, eff, 6-1-96,

Tax 2.39 Apportlonment method. (ss. 71.04 (4), (5),
(6), (M, (9),(10) and (11) and 71.25 (5), (6), (7), (8), (9), (11} and
(12), Stats.) {1} GENERAL. Except as provided in sub, (3) (a), any
person, except resident individuals, resident estates and resident
trusts, engaged in business both within and without Wisconsin
shall report by the statutory apportionment method when the
person’s business in Wisconsin is an integral part of a unitary
business unless the department, in writing, allows reporting on
a different basis. '

Mote: Refer to ss. 71.04 (4} and 71,25 (6), Stars.

(2) DeFNITIONS. In this section:

(a) “Apportionable income” has the meaning in s. 71.25 (5)
{a), Stats.

(b} “Engaged in business within and without Wisconsin™
means having business activity which is sufficient to create
nexus in Wisconsin and at least one other state or foreign coun-
try.

(c) “Grossreceipts” means gross sales less returns and allow-
ances, plus service charges, freight, carrying charges or time—
price differential charges incidental to the sales. Federal and
state excise taxes, including sales and use taxes, shall be
included as part of the receipts if the taxes are passed on to the
purchaser or included as part of the selling price of the product.

{d) “Nexus" means that a taxpayer’s business activity in a
state or foreign country is of such a degree that the state or for-
eign couniry has jurisdiction to impose an income tax or fran-
chise tax measured by net income on the taxpayer. Nexus may
exist even If a state or foreign country does not impose a tax on
the taxpayer. Conversely, voluntary filing and paying income or
franchise taxes when not required to do so, or paying a fee for

Register, May, 1996, No. 485
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qualification, organization or for the privilege of doing business
in that state or foreign country does not, in itself, create nexus.

Note: Referto s, Tax 2,82 for a description of factors which are recognized in
determining whether nexus exists,

Examples: 1) State A imposes a corporation franchise tax measured by net
income for the privilege of doing business in that state. Corporation X files areturn
and pays the $50 minirmom tax, although it caries on no activities in State A, Cor-
poration X does not have “nexus” in Stale A under these circumstances.

2) State B requires all nonresident corporations which qualify or register to do
business in State B to pay to the secretary of state an annual license fee or tax for
the privilege of doing business in the state regardless of whether the privilegeisin
fact exercised. The amount Eaid 13 determined according to the total authorized
capital stock of the corporation; the rates are progressively higher by bracketed
amounts. The statute sets a minimum fee of $50 and a maximum fee of $500. Fail-
ure to pay the tax bars a corporation from utilizing the state courts for enforcement
ofits rights, State B also imposes a corporation income B and pays the required fee
to the secretary of state but does not carry on any activities in State B other than
utilizing its courts. Corporation Y does not have “rexus” in State B under these cir-
CUmstances.

3) State C requires all nonresident corporations qualified or registered to do
business in State C to pay to the secretary of state an anaual permit fee or tax for
doing business in the state. The base of the fee or tax is the sum of (1) outstanding
capital stock, and {2) surplus and undivided profits, The fee o tax base attribitable
to State C is determined by a three—factor apportionment formula, Nonresident
Corporation Z, wiich operates a plant in State C, pays the reguired fee or tax tothe
secretary of state, Corporation Z by virtue of its operation of a plant in State Chas
“nexus” in State C. :

4) State D imposes a corporation franchise tax measured by net income for the
privilege of doing business in that state, Corporation W files a return based upon
its business activities in the state but the amount of computed liability is less than
the minimum tax. Corporation W pays the minimum tax. Comporation W has
“nexus” in State D under these circumstances.

5) Comporation U is actively engaged in manufacturing farm equipment in State
E. State E imposes a net income tax but exempis corporations engaged in manufac-
turing farm equipment. Corporation U has “nexus” in State B under these circum-
stances. :

6) Corporation ¥ has a sales office and warchouse located in State F. State R docs
not impese a corporation franchise or incoms tax, Corporation V has “nexus” in
State It

(e) “Nonapportionable income” has the meaning in s. 71.25
(5) (b), Stats.

() “State” means any state of the United States, the District
of Columbia, the commonwealth of Puerto Rico, and any terri-
tory or possession of the United States. A foreign country is not
a state.

(3) APPORTIONMENT FRACTION. (a) For the reporting of
income for the purposes of franchise or income taxation, all
businesses except financial organizations and public utilities as
defined in ss. 71.04 (8) and 71.25 (10), Stats., shall use an appor-
tionment fraction composed of a sales factor representing 50%
of the fraction, a property factor representing 25% of the fraction
and a payroll factor representing 25% of the fraction, Property,
payroll or sales related to the production of nonapportionable
income described in s, 71.04 (1) and (4) or 71.25 (5) (b), Stats.,
may not be included in either the numerator or the denominator
of any of the appertionment factors, If one of these factors is
omitted pursuant to 5. 71.04 (10) or 71.25 (11), Stats., the per-
centages of the fraction represented by the remaining factors
shall be adjusted as follows:

1. If either the property factor or payroll factor is omitted,
the other factor shall represent 331/3% of the fraction and the
sates factor shall represent 662/3 % of the fraction.

2. If the sales factor is omitted, the property factor and the
payroll factor shall each represent 50% of the fraction.

Nole: Seess, Tax 2.46,2.47,2.475,2.48,2.49,2.50and 2,505 for special appor-
tionment fractions of interstate air carriers, motor carriers, railroads, sleeping car
companies, car line companies, pipelines, firance companies, public utilities and
professional sports ¢iubs.,

(b) The apportionment method may be used only if the tax-
payer has nexus in Wisconsin and at least one other state or for-
eign country and its business within Wisconsin is anintegral part
of a unitary business.

Noter Refer to ss. 71.04 (4) and 71.25 (6), Stats.

{4) PROPERTY FACTOR. (8} Numerator; denominator. The
numerator of the property factor shall include the average value
of the real and tangible personal property owned or rented and
used by the taxpayer in Wisconsin in the production of appor-
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tionable income during the tax period. The denominator shall
include the average value of all of the reat and tangible personal
propetty located everywhere owned or rented and used by the
taxpayer in the production of apportionable income during the
tax period. Property in fransit on the date or dates for determin-
ing its average value, as described in par. (f), shall be considered
to be at its destination, for purposes of computing the property
factor, The value of mobile or movable property such as
construction equipment, trucks, airplanes or other equipment
which is located within and without Wisconsin during the tax
period shall be determined for purposes of the numerator of the
factor on the basis of the ratio of time used, serviced and stored
within Wisconsin to total time used, serviced and stored during
the tax period. However, an automobile assigned to a traveling
employe shall be included in the numerator of the factor if the
employe’s compensation is assigned te ‘Wisconsin under the
payroll factor,

Note: Refer to ss. 71.04 (5} and 71.25 (7), Stats,

{b) Owned property. Property owned by the taxpayer is val-
ued at its original cost for purposes of computing the property
factor, As a general rule “original cost” is deemed to be the basis
of the property for federal income tax purposes, prior to any
adjustments, at the time of acquisition by the taxpayer and
adjusted by subsequent capital additions or improvements to the
property and partial disposition of the property, by reason of
sale, exchange, abandonment or other means. If the original cost
of property is unascertainable, the property shall be incladed in
the factor at its fair market value as of the date of acquisition by
the taxpayer. Any subsequent adjustments, other than depreci-
ation or amortization, to net income which affect property, such
as capifalizations of repairs and adjustmenis to inventory, shall
also be inciuded in the propetty factor. The original cost of
depletable property such as mines, oil and gas wells and timber
shall be reduced by any extraction to the extent that cost deple-
tion has been allowed. Inventories shall be included in the factor
in accordance with the valuation method used for Wisconsin
income or franchise tax purposes. Property acquired by gift or
inheritance shall be included in the factor at its basis for federal
income tax purposes. Pollution abatement equipment or waste
freatment facilities written off as an expense under s. 71,04 (2b)
and (2g), 1985-86 or prior years Stats,, but still in use, shall be
included at originatl cost.

Note: Refer to ss. 71.04 (5) {¢) and 71.25 (7) (c), Stats.

() Rented property. Property rented by the taxpayer is val-
ued at 8 times the net annual rental determined at arm’s length
for purposes of computing the property factor. Net annual rental
is the annual rental paid by the taxpayer, or allocated by the
depariment pursuant to s. 71,10 (1), 71.30 (2) or 71.80 (1) (b),
Stats., less any annual rental received by the taxpayer from sub--
rentals. In exceptional cases this definition of net annual rental
may resultin a negative vatue or clearly inaccurate valuation. In
these exceptional instances, any other method which will prop-
erly reflect the net annual rental value may be required by the
depariment or may be requested by the taxpayer; however, in no
case may the net annual rental be less than an amount which
bears the same ratio to the total annual rental paid by the tax-
payer as the rental value of the part of the property used by the
taxpayer in the preduction of apportionable income bears to the
total rental value of the same rental property.

(cm} Annual rental. In this subsection, annual rental:

1. Ts the amount paid as rental for the property for a
12-month period, Where property is rented for less than a
12-month period, the net rent paid for the actual period of rental
shall constitute the “annual rental” for the tax period. Where a
taxpayer has rented property for a term of 12 or more months and
the tax period for which the property factor is being computed
covers a period of Iess than 12 months, such as may be duc to a
reorganization or change of accounting period, the net rent paid

Tax 2.39

for the short tax period shall be annualized; however, if the rental
term is for less than 12 months, the rent shall be adjusted accord-
ingly.

2. Is the actual sum of money or other consideration pay-
able, directly or indirectly, by the taxpayer or for its benefit for
the use of the property and includes:

a. Any amount payable for the use of real or tangible per-
sonal property, or any part of the property, whether designated
as a fixed sum of money or as a percentage of sales, profits, or
otherwise.

b. Any amount payable as additional rent or in lieu of rents,
such as interest, taxes, insurance, repairs or any other ifems
which are required to be paid by the terms of the lease or other
arrangement, but does not include amounts baid as service
charges, such as utilities or janitor services. If a payment
inciudes rent and other charges unsegregated, such as rental
charges for public warehouses, the amount of rent shall be deter-
mined by making a reasonable allocation between the rent and
the other items,

3. Does notinclude incidental day—to—day expenses such as
hotel or motel accommodations, daily rental of automobiles or
royalties based on extraction of natural resources, whether rep-
resented by delivery or purchase. For this purpose, a royalty
includes an amount paid to a holder of an inferest in real property
which constitutes a sharing of current or future production of
natural resources from the property, whether denominated as
royalty, advanced royalty, rental, delay rental or otherwise.

Note: Refer to ss. 7104 (5} (o) and 71.25 {7} (e}, Stats.

(@) Leasehold improvements. Leaschold improvements
shall, for the purposes of the property factor, be treated as prop-
erty owned by the taxpayer regardless of whether the taxpayer
is entitled to remove the improvements or the improvements
revert to the lessor upon expiration of the lease, The original cost
of leasehold improvements shall be included in the factor.

(e) Construction in progress. Property or equipment under
construction during the tax period, except inventoriable goods
in process, shall be excluded from the factor until the property
is actually used by the taxpayer in the regular course of its trade
or business. If the property is partially used by the taxpayer-in
the regular course of its trade or business while under construc-
tion, the value of the property to the extent used shall be included
in the property factor,

(f) Averaging property values. As agener